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(b) United States security means a se-
curity (other than an exempted secu-
rity) issued by a person incorporated
under the laws of any State, or whose
principal place of business is within a
State.

(c) Foreign person controlled by a
United States person includes any non-
corporate entity in which TUnited
States persons directly or indirectly
have more than a 50 per centum bene-
ficial interest, and any corporation in
which one or more United States per-
sons, directly or indirectly, own stock
possessing more than 50 per centum of
the total combined voting power of all
classes of stock entitled to vote, or
more than 50 per centum of the total
value of shares of all classes of stock.

[Reg. X, 48 FR 56572, Dec. 22, 1983, as amend-
ed by Reg. X, 63 FR 2839, Jan. 16, 1998]

§224.3 Margin regulations to be ap-
plied by nonexempted borrowers.

(a) Credit transactions outside the
United States. No borrower shall obtain
purpose credit from outside the United
States unless it conforms to the fol-
lowing margin regulations:

(1) Regulation T (12 CFR part 220) if
the credit is obtained from a foreign
branch of a broker-dealer;

(2) Regulation U (12 CFR part 221), as
it applies to banks, if the credit is ob-
tained from a foreign branch of a bank,
except for the requirement of a purpose
statement (12 CFR 221.3(c)(1)(i) and
(€)(2)(1)); and

(3) Regulation U (12 CFR part 221), as
it applies to nonbank lenders, if the
credit is obtained from any other lend-
er outside the United States, except for
the requirement of a purpose state-

ment (12 CFR 221.3(c)(1)(ii) and
(e)(2)(i1)).
(b) Credit transactions within the

United States. Any borrower who will-
fully causes credit to be extended in
contravention of Regulations T and U
(12 CFR parts 220 and 221), and who,
therefore, is not exempted by
§224.1(b)(1), must conform the credit to
the margin regulation that applies to
the lender.

[Reg. X, 63 FR 2839, Jan. 16, 1998]

12 CFR Ch. Il (1-1-06 Edition)

PART 225—BANK HOLDING COM-
PANIES AND CHANGE IN BANK
CONTROL (REGULATION Y)

REGULATIONS

Subpart A—General Provisions

Sec.
225.1
225.2
225.3
225.4
225.5
225.6
225.7

Authority, purpose, and scope.
Definitions.

Administration.

Corporate practices.

Registration, reports, and inspections.
Penalties for violations.

Exceptions to tying restrictions.

Subpart B—Acquisition of Bank Securities
or Assets

225.11 Transactions
proval.

225.12 Transactions not requiring Board ap-
proval.

225.13 Factors considered in acting on bank
acquisition proposals.

225.14 Expedited action for certain bank ac-
quisitions by well-run bank holding com-
panies.

225.15 Procedures for other bank acquisition
proposals.

225.16 Public notice, comments, hearings,
and other provisions governing applica-
tions and notices.

225.17 Notice procedure for one-bank hold-
ing company formations.

requiring Board ap-

Subpart C—Nonbanking Activities and
Acquisitions by Bank Holding Companies

225.21 Prohibited nonbanking activities and
acquisitions; exempt bank holding com-
panies.

225.22 Exempt nonbanking activities and ac-
quisitions.

225.23 Expedited action for certain non-
banking proposals by well-run bank hold-
ing companies.

225.24 Procedures for other nonbanking pro-
posals.

225.256 Hearings, alteration of activities, and
other matters.

225.26 Factors considered in acting on non-
banking proposals.

225.27 Procedures for determining scope of
nonbanking activities.

225.28 List of permissible nonbanking ac-
tivities.

Subpart D—Control and Divestiture
Proceedings
225.31 Control proceedings.
Subpart E—Change in Bank Control

225.41 Transactions requiring prior notice.



Federal Reserve System

225.42 Transactions not requiring prior no-
tice.

225.43 Procedures for filing, processing, pub-
lishing, and acting on notices.

225.44 Reporting of stock loans.

Subpart F—Limitations on Nonbank Banks

225.52 Limitation on overdrafts.

Subpart G—Appraisal Standards for
Federally Related Transactions

225.61 Authority, purpose, and scope.

225.62 Definitions.

225.63 Appraisals required; transactions re-
quiring a State certified or licensed ap-
praiser.

225.64 Minimum appraisal standards.

225.65 Appraiser independence.

225.66 Professional association membership;
competency.

225.67 Enforcement.

Subpart H—Notice of Addition or Change
of Directors and Senior Executive Officers

225.71 Definitions.

225.72 Director and officer appointments;
prior notice requirement.

225.73 Procedures for filing, processing, and
acting on notices; standards for dis-
approval; waiver of notice.

Subpart I—Financial Holding Companies

225.81 What is a financial holding company?

225.82 How does a bank holding company
elect to become a financial holding com-
pany?

225.83 What are the consequences of failing
to continue to meet applicable capital
and management requirements?

225.84 What are the consequences of failing
to maintain a satisfactory or better rat-
ing under the Community Reinvestment
Act at all insured depository institution
subsidiaries?

225.85 Is notice to or approval from the
Board required prior to engaging in a fi-
nancial activity?

225.86 What activities are permissible for
any financial holding company?

225.87 Is notice to the Board required after
engaging in a financial activity?

225.88 How to request the Board to deter-
mine that an activity is financial in na-
ture or incidental to a financial activity?

225.89 How to request approval to engage in
an activity that is complementary to a
financial activity?

225.90 What are the requirements for a for-
eign bank to be treated as a financial
holding company?

225.91 How may a foreign bank elect to be
treated as a financial holding company?

225.92 How does an election by a foreign
bank become effective?

95

Pt. 225

225.93 What are the consequences of a for-
eign bank failing to continue to meet ap-
plicable capital and management re-
quirements?

225.94 What are the consequences of an in-
sured branch or depository institution
failing to maintain a satisfactory or bet-
ter rating under the Community Rein-
vestment Act?

INTERPRETATIONS

225.101 Bank holding company’s subsidiary
banks owning shares of nonbanking com-
panies.

225.102 Bank holding company indirectly
owning nonbanking company through
subsidiaries.

225.103 Bank holding company acquiring
stock by dividends, stock splits or exer-
cise of rights.

225.104 ‘‘Services’” under section 4(c)(1) of
Bank Holding Company Act.

225.107 Acquisition of stock in small busi-
ness investment company.

225.109 ‘‘Services” under section 4(c)(1) of
Bank Holding Company Act.

225.111 Limit on investment by bank hold-
ing company system in stock of small
business investment companies.

225.112 Indirect control of small business
concern through convertible debentures
held by small business investment com-
pany.

225.113 Services under section 4(a) of Bank
Holding Company Act.

225.115 Applicability of Bank Service Cor-
poration Act in certain bank holding
company situations.

225.118 Computer services for customers of
subsidiary banks.

225.121 Acquisition of Edge corporation af-
filiate by State member banks of reg-
istered bank holding company.

225.122 Bank holding company ownership of
mortgage companies.

225.123 Activities closely related to bank-
ing.

225.124 Foreign bank holding companies.

225.125 Investment adviser activities.

225.126 Activities not closely related to
banking.

225.127 Investment in corporations or
projects designed primarily to promote
community welfare.

225.129 Activities closely related to bank-
ing.

225.130 Issuance and sale of short-term debt
obligations by bank holding companies.

225.131 Activities closely related to bank-
ing.

225.132 Acquisition of assets.

225.133 Computation of amount invested in
foreign corporations under general con-
sent procedures.

225.134 Escrow arrangements involving
bank stock resulting in a violation of the
Bank Holding Company Act.



§225.1

225.136 Utilization of foreign subsidiaries to
sell long-term debt obligations in foreign
markets and to transfer the proceeds to
their United States parent(s) for domes-
tic purposes.

225.137 Acquisitions of shares pursuant to
section 4(c)(6) of the Bank Holding Com-
pany Act.

225.138 Statement of policy concerning
divestitures by bank holding companies.

225.139 Presumption of continued control
under section (2)(g)(3) of the Bank Hold-
ing Company Act.

225.140 Disposition of property acquired in
satisfaction of debts previously con-
tracted.

225.141 Operations subsidiaries of a bank
holding company.

225.142 Statement of policy concerning bank
holding companies engaging in futures,
forward and options contracts on U.S.
Government and agency securities and
money market instruments.

225.143 Policy statement on nonvoting eq-
uity investments by bank holding com-
panies.

225.145 Limitations established by the Com-
petitive Equality Banking Act of 1987 on
the activities and growth of nonbank
banks.

Subpart J—Merchant Banking Investments

225.170 What type of investments are per-
mitted by this subpart, and under what
conditions may they be made?

225.171 What are the limitations on man-
aging or operating a portfolio company
held as a merchant banking investment?

225.172 What are the holding periods per-
mitted for merchant banking invest-
ments?

225.173 How are investments in private eq-
uity funds treated under this subpart?
225.174 What aggregate thresholds apply to

merchant banking investments?

225.175 What risk management, record keep-
ing and reporting policies are required to
make merchant banking investments?

225.176 How do the statutory cross mar-
keting and sections 23A and B limita-
tions apply to merchant banking invest-
ments?

225.177 Definitions.

CONDITIONS TO ORDERS

225.200 Conditions to Board’s section 20 or-
ders.

APPENDIX A TO PART 225—CAPITAL ADEQUACY
GUIDELINES FOR BANK HOLDING COMPA-
NIES: RISK-BASED MEASURE

APPENDIX B TO PART 225—CAPITAL ADEQUACY
GUIDELINES FOR BANK HOLDING COMPA-
NIES AND STATE MEMBER BANKS: LEVER-
AGE MEASURE

APPENDIX C TO PART 225—SMALL BANK HOLD-
ING COMPANY POLICY STATEMENT

96

1Code of Federal Regulations,

12 CFR Ch. Il (1-1-06 Edition)

APPENDIX D TO PART 225—CAPITAL ADEQUACY
GUIDELINES FOR BANK HOLDING COMPA-
NIES: TIER 1 LEVERAGE MEASURE

APPENDIX E TO PART 225—CAPITAL ADEQUACY
GUIDELINES FOR BANK HOLDING COMPA-
NIES: MARKET RISK MEASURE

APPENDIX F TO PART 225—INTERAGENCY
GUIDELINES ESTABLISHING INFORMATION
SECURITY STANDARDS

AUTHORITY: 12 TU.S.C. 1817(j)(13), 1818,
1828(o), 1831i, 1831p-1, 1843(c)(8), 1844(Db),
1972(1), 3106, 3108, 3310, 3331-3351, 3906, 3907,
and 3909; 15 U.S.C. 1681s, 1681w, 6801 and 6805.

SOURCE: Reg. Y, 49 FR 818, Jan. 5, 1984, un-
less otherwise noted.

EDITORIAL NOTE: Nomenclature changes for
part 225 appear at 69 FR 77618, Dec. 28, 2004.

REGULATIONS
Subpart A—General Provisions

SOURCE: Reg. Y, 62 FR 9319, Feb. 28, 1997,
unless otherwise noted.

§225.1 Authority, purpose, and scope.

(a) Authority. This part! (Regulation
Y) is issued by the Board of Governors
of the Federal Reserve System (Board)
under section 5(b) of the Bank Holding
Company Act of 1956, as amended (12
U.S.C. 1844(b)) (BHC Act); sections 8 and
13(a) of the International Banking Act
of 1978 (12 U.S.C. 3106 and 3108); section
7(3j)(13) of the Federal Deposit Insur-
ance Act, as amended by the Change in
Bank Control Act of 1978 (12 U.S.C.
1817(j)(13)) (Bank Control Act); section
8(b) of the Federal Deposit Insurance
Act (12 U.S.C. 1818(b)); section 914 of
the Financial Institutions Reform, Re-
covery and Enforcement Act of 1989 (12
U.S.C. 1831i); section 106 of the Bank
Holding Company Act Amendments of
1970 (12 U.S.C. 1972); and the Inter-
national Lending Supervision Act of
1983 (Pub. L. 98-181, title IX). The BHC
Act is codified at 12 U.S.C. 1841, et seq.

(b) Purpose. The principal purposes of
this part are to:

(1) Regulate the acquisition of con-
trol of banks by companies and individ-
uals;

title 12,
chapter II, part 225.
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(2) Define and regulate the non-
banking activities in which bank hold-
ing companies and foreign banking or-
ganizations with United States oper-
ations may engage; and

(3) Set forth the procedures for secur-
ing approval for these transactions and
activities.

(c) Scope—(1) Subpart A contains gen-
eral provisions and definitions of terms
used in this regulation.

(2) Subpart B governs acquisitions of
bank or bank holding company securi-
ties and assets by bank holding compa-
nies or by any company that will be-
come a bank holding company as a re-
sult of the acquisition.

(3) Subpart C defines and regulates
the nonbanking activities in which
bank holding companies and foreign
banking organizations may engage di-
rectly or through a subsidiary. The
Board’s Regulation K governs certain
nonbanking activities conducted by
foreign banking organizations and cer-
tain foreign activities conducted by
bank holding companies (12 CFR part
211, International Banking Operations).

(4) Subpart D specifies situations in
which a company is presumed to con-
trol voting securities or to have the
power to exercise a controlling influ-
ence over the management or policies
of a bank or other company; sets forth
the procedures for making a control de-
termination; and provides rules gov-
erning the effectiveness of divestitures
by bank holding companies.

(5) Subpart E governs changes in bank
control resulting from the acquisition
by individuals or companies (other
than bank holding companies) of vot-
ing securities of a bank holding com-
pany or state member bank of the Fed-
eral Reserve System.

(6) Subpart F specifies the limitations
that govern companies that control so-
called nonbank banks and the activi-
ties of nonbank banks.

(7 Subpart G prescribes minimum
standards that apply to the perform-
ance of real estate appraisals and iden-
tifies transactions that require state
certified appraisers.

(8) Subpart H identifies the cir-
cumstances when written notice must
be provided to the Board prior to the
appointment of a director or senior of-
ficer of a bank holding company and
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establishes procedures for obtaining
the required Board approval.

(9) Subpart I establishes the proce-
dure by which a bank holding company
may elect to become a financial hold-
ing company, enumerates the con-
sequences if a financial holding com-
pany ceases to meet a requirement ap-
plicable to a financial holding com-
pany, lists the activities in which a fi-
nancial holding company may engage,
establishes the procedure by which a
person may request the Board to au-
thorize additional activities as finan-
cial in nature or incidental thereto,
and establishes the procedure by which
a financial holding company may seek
approval to engage in an activity that
is complementary to a financial activ-
ity.

(10) Subpart J governs the conduct of
merchant banking investment activi-
ties by financial holding companies as
permitted under section 4(k)(4)(H) of
the Bank Holding Company Act (12
U.S.C. 1843(k)(4)(H)).

(11) Appendix A to the regulation con-
tains the Board’s Risk-Based Capital
Adequacy Guidelines for bank holding
companies.

(12) Appendir B contains the Board’s
Capital Adequacy Guidelines for meas-
uring leverage for bank holding compa-
nies and state member banks.

(13) Appendixr C contains the Board’s
policy statement governing small bank
holding companies.

(14) Appendir D contains the Board’s
Capital Adequacy Guidelines for meas-
uring tier 1 leverage for bank holding
companies.

(15) Appendix E contains the Board’s
Capital Adequacy Guidelines for meas-
uring market risk of bank holding
companies.

(16) Appendir F contains the Inter-
agency Guidelines Establishing Infor-
mation Security Standards.

[Reg. Y, 62 FR 9319, Feb. 28, 1997, as amended
at 66 FR 16472, Mar. 28, 2000; 66 FR 414, Jan.
3, 2001; 66 FR 8484, Jan. 31, 2001; 66 FR 8636,
Feb. 1, 2001]

§225.2 Definitions.

Except as modified in this regulation
or unless the context otherwise re-
quires, the terms used in this regula-
tion have the same meaning as set
forth in the relevant statutes.



